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New  Yoik,  April  1, 1919 


Guaranty  Trast  G>mpany  of  New  York 

140  Broadway,  New  York 


Government  Protection  of  Foreign  Investments* 

Viee^Fmieaicftiie  Qwum^  Ttud  Cmnpan^  tfNew  York 


NOW  that  the  war  is  practically  ovett  the  Ameri- 
can pec^Ie  are  already  reaBadng  that  they  will 
have  a  veiy  vital  economic  question  to  answer* 
namdty,  What  shall  we  do  with  our  tremendously 
expanded  imduclive  eapma^  neoesatated  by  the 
war? 

There  is  but  one  solution  to  the  problem — the 
extension  of  our  existing  foreign  markets  and  the 
creation  of  new  ones.  But  that  cannot  be  accom- 
plished as  readily  as  it  can  be  stated.  This  means 
that  American  manufacturers  and  exporters  will  have 
to  meet  the  keenest  possible  competition. 

Vital  Factors 

Cost  of  production,  therefore,  will  be  a  more  vital 
element  than  ever  before  in  our  industiy.  And  cost 
of  transportation,  overland  and  oversea,  will  be 
equally  as  important  in  determining  the  extent  of  our 
foreign  commerce.  There  will  be  need  for  more 
standardized  multiple  production  than  in  pre-war 
days,  for  co-operative  buying  and  selling,  for  amal- 
gamations, and  for  the  elimination  of  economic  waste 
and  inefficiency. 

To  mention  only  one  factor  which  contributes 
materially  to  our  hi^  costs  of  production,  it  is  esti- 
mated an  expert  of  the  Department  ot  Labor  that 
$1»250»000>000  is  lost  annually  to  American  manu- 
factuien  through  preventable  kbor  tmrnovar. 

There  is  urgeait  need  also  for  redrafting  on  a  more 
judidous  bads  our  anti-oombinaUon  laws,  and  to 
ammd  our  ahq^ing  statutes  in  cvrder  tihat  our  nqudl^y 
growing  merchant  marine  may  compete  on  more 
equal  terms  with  British,  Ji^Mmese,  Scandinavian, 
and  other  fordgn  shipowners,  whose  fr^^t  rates  are 
far  bdow  those  possible  for  Americw  owners,  und«r 
existing  regulatiraus  and  restrictions. 

If  the  American  merchant  marine  is  to  fulfil  its 
great  promise,  the  government  must  relinquish  con- 
trol of  the  merchant  shipping  of  the  country;  either 
government  subsidies  or  discrinHnator\*  pooling  in 
favor  of  American  shipping  should  be  adopted;  there 


^boald  be  an  effective  oo-ordinali<m  <d  rail,  inhmd^Jp 
waters,  and  ocean  tranapcvtalaim  facilities  in  c&a^ 
ducting  fcMrdgn  trade,  and  throu^  bills  oi  htdUj^li 
from  American  producing  points  to  fordign  destioib^ 
ticms  should  be  adc^ted  oa  a  much  larger  scale  than 
heretofcm.  ^ 

•  V 

«•-  * 

Wht  Wk  Must  iNVxanr  Abbqap 

And  there  is  need,  also^  tw  a  reatuation  by  the 
American  people  of  the  fact  that  if  we  are  to  hold 
our  position  d  finandal  and  industrial  kadetdu^  we 
must  become  £weign  investors. 

Before  our  partidpatkm  in  the  war  we  bought  back 
from  Europe  between  $^,000,000,000  and  $2,500,- 
000,000  ot  American  securities  held  abroad,  and 
through  private  channels  lent  various  belligerent 
governments  probably  $-2,000,000,000.  After  we 
entered  the  conflict,  we  advanced  the  Allies  approxi- 
mately $8,000,000,000,  in  the  form  of  loans,  from 
the  I'nited  States  Government.  So,  Europe  owes  this 
country  in  excess  of  $10,000,000,000,  upon  which 
there  will  be  an  annual  interest  charge  of  about 
$500,000,000.  WTien  we  consider  that  m  addition 
there  is  an  enormous  trade  balance  in  our  favor  and 
that  Europeans  no  longer  own  our  securities  froia 
which  they  derived  a  lucrative  inccmie,  we  can  i^ipie- 
date  the  serious  fitMWffial  problm  which  confeoiEts 
not  only  those  countries  but  likewise  our  own. 

We  have  an  abundance  of  gold;  in  fact,  we  have  a 
reserve  amounting  to  more  than  one-third  of  the 
total  gold  coin  ami  bullkm  ci  the  woild— far  more 
than  any  natkm  ever  before  possessed.  Hcrcfore, 
we  do  not  need  Eurc^'s  gdd  in  settlement  of  its 
indebtedness  to  us ;  and,  for  the  purpose  of  curtailmg 
whatever  imavoidable  inflatkm  was  incident  to  war, 
we  do  not  want  more  gold. 

We  do  not  need  Europe's  products  in  anything 
like  the  quantity  which  would  enable  her  to  reduce 
materially  the  enormous  credit  balance  in  our  favor. 
As  a  consequence,  we  must  supply  credits  for  the 
sale  of  American  goods  in  £un^  by  the  sale  in 
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America  of  foreign  securities  or  by  the  establishment 
of  foreign  credits  in  large  quantities.  And  the  money 
due  us  in  other  countries  will  most  probably  have 
to  be  invested  heavily  in  those  countries. 

The  greater  part  ot  these  prospective  foreign  in- 
vestments will,  €£  course,  be  placed  throng  our 
baaks,  whidi,  fortoBatety,  have  aaticipated  the 
eoosuunie  and  finandal  trend  of  post-war  di^  and 
are  braodui)^  oat  all  over  the  worid  to  render  service 
eommensorale  with  our  new  international  positioB. 

MoBAi.  Sxsvsoset  or  GovwmsBm  Ibcperative 

Bat  if  our  banlc^  are  to  afford  the  American  people 
adequate  foragn  investmmt  servioe  they  should  have 
Ibe  siq>port  and  coK^ieration  <i  our  Govemmesit,  and 
our  investors  in  f orrign  securities  should  depend  on 
the  moral  backing  of  our  Govmment  to  protect 
them. 

A  committee  on  fcoeign  securities  has  been  formed 
in  New  York  under  the  auspices  of  the  Investmait 
Bankers'  Associaticm.  It  consists  of  representatives 
of  issuing  houses,  and  will  seek  to  protect  the  inter- 
ests of  those  holding  foreign  securities.  But  the 
moral  support  of  the  Government  is  absolutely  es- 
sential to  obtain  the  full  protection  needed  by  our 
foreign  investors,  who  will  be  far  greater  in  number 
than  ever  before  and  who  will  represent,  directly  or 
indirectly,  practically  every  element  in  our  body 
politic. 

A  policy  of  economic  and  financial  imperialism  on 
the  part  of  the  United  States  Government  should 
not  he  a(h()cated,  far  from  it — for  such  a  policy 
would  inevitably  lead  soon  or  late  to  political  im- 
perialism, and  that  would  be  fatal  not  only  to  our 
Government  but  also  to  the  interest  of  our  foreign 
investors.  We  cannot  ask  the  Crovemment  to  give 
its  moral  siqiport  to  those  Americans  or  those  pnK 
moters  woryi^  under  our  flag  who  would  seek,  for 
sdfish  reasons,  to  es|doit  other  peoples;  buttheGov- 
carmiMmt's  moal  sapp<nrt  should  be  granted  firedy 
to  our  citiaens  l^iitimatdy  engaged  in  devdofnng 
tlie  resources  and  industries  ct  other  ooimtries 
meana  of  American  Gi^tal  and  labor. 

A  DvTY  Bathcb  than  an  OPFQBTDNrrr 

Upon  a^y  prine^e  of  mcmHty  which  we  would 
xeodgnisBe  we  could  not  avcnd  the  so-called  opportu- 
nily  evra  were  our  bankers*  our  business  men,  md  the 
great  body  of  our  pe(^>le  so  inclined.  Inotherwords, 
what  is  jnesented  is  an  oUigation  rather  than  an 
(f^iortunity.  We  have  been  caught  up  in  world 
forces  over  which  we  have  had  no  control  and  the 
position  which  we  occupy  is  the  result  of  the  opera- 
tkm  of  f  undammtal  econcmiic  laws  to  which  we  can 


appose  no  barrier.  Under  the  circumstances  we  can 
no  more  refuse  to  give  to  the  needy  nations  the  things 
which  we  have  and  to  take  in  exchange  their  evidences 
ct  indebtedness  than  healthy  soil  can  refuse  to  give 
life  and  soatenance  to  the  tree  timt  is  planted  in  it. 

It  is  upon  auchareoognition  of  oar  oUigations  that 
we  have  passed  from  a  country  provindally  inde- 
pendmt  in  its  attitude  toward  the  difficulties  and  the 
attainments  of  others  to  one  bound  np  with  the 
purposes  and  hopes  of  all  the  rest,  and  our  represen- 
tatives now  sit  in  council  with  theirs  to  determine 
what  are  to  be  the  principles  upon  which  a  new 
international  community  shall  be  based  and  by  what 
arrangements  permanent  peace  and  advantageous 
intercourse  are  to  be  preserved.  And  those  Ameri- 
can representatives  will  fail  finally  in  all  their  plans 
unless  they  take  cognizance  of  the  fact  that  in  some 
definite  and  unequivocal  manner  the  rights  of  the 
American  investors*  who  place  at  the  disposal  of 
other  nations  the  means  of  rehabilitation,  who  en- 
large the  opportunities  of  those  nations  to  exploit 
their  resources  for  their  own  ben^t  and  the  ben^t 
<rf  the  world  at  large,  must  be  protected  against  the 
possible  consequ^ices  of  sudi  poUtical  and  social 
rea%nments  as  th^  sanction.  Such  a  moral  pro- 
tection and  offidal  approval  would  not  osjfy  put  our 
foreign  trade  on  a  proper  buriness  baas  but  would 
lead  also  to  unliimted  impulses  of  humanity  by  the 
American  people. 

AD  indications  now  point  to  the  establishment  of 
many  new  nations  in  Europe  and  the  Near  East  as 
a  direct  result  of  the  war.  As  an  indirect  result,  we 
may  expect  to  have  readjustments  in  China  and 
Siberia.  The  apportionment  of  German  colonies  in 
Africa  and  the  South  Seas,  the  elimination  of  German 
influences  in  South  America,  and  the  situation  in 
Mexico  may  each  in  turn  conceivably  raise  questions 
that  will  be  dealt  with  more  or  less  in  detail  by  the 
Peace  Conference.  Whatever  the  result  of  discus- 
sions as  to  self-determination,  as  to  constitutions,  as 
to  internal  affairs  or  external  relations,  as  to  leagues 
of  nations  or  balances  of  power,  obtain  it  is  that  tiie 
financial  and  industrial  power  of  America  will  be 
drawn  vpaa  eventually  to  bring  ord^  out  of  cdbaos. 
Political  arrangements  will  not  feed  and  clothe  and 
shelter  the  distressed,  or  set  them  upon  the  way  to 
recovered  strei^th  without  that  economic  and 
friendly  aid  vA&Ak  we  have  the  means,  and  now  feel 
undar  omnpuUbn,  to  give.  Hcrefore,  it  is  of  the 
v^  essence  of  justice  that  those  who  propose,  in 
behalf  of  all  the  nations,  to  secure  freedom  and  pro- 
mote prosperity  for  themselves  and  others,  shall  in- 
sure protection  to  those  whose  voluntary  assistance 
may  lead  such  proposals  to  yield  something  beyond 
meve  eriatenoe*  T3m  people  ot  America  who  under- 


stand the  obligation  that  has  been  laid  upon  them 
will  be  very  bitterly  and  rightly  disappointed,  if,  by 
any  lack  of  foresight  or  appreciation*  th^  are  de- 
prived of  that  Govwnment  protection  for  thdr  for- 
«gn  investments  wllk^h  is  to  be  accorded  to  their 
persons  and  thdr  ideas^  and  should  be  mbodied  in 
the  international  settkmiKit  about  to  be  adq;ited* 

Granting  that  security  of  American  trade  in  f cmv 
eign  lands,  as  wdl  as  the  {nofits  and  savings  ot  our 
capital  and  our  labor  abroad,  may  be  in  prindple 
establidied  throu^  international  agreement,  thm 
still  remains  the  need  of  assurances  at  home.  In  no 
fidd  of  ajctivity  is  it  more  necessary  that  all  leading 
pdBtical  parties  should  have  a  policy  upon  which  all 
of  our  people  can  rely,  not  merely  for  a  day  or  for 
the  period  of  one  administration,  but  permanently. 
A  general  understanding  by  all  voting  classes  that 
our  Government  believes  in  and  intends  to  adhere 
to  a  policy  of  protection  to  investments  made  abroad 
would  open  up  a  field  for  just  such  a  general  partici- 
pation in  the  flotation  of  safe  and  attractive  foreign 
securities  as  has  been  stimulated  by  our  Liberty 
Loan  campaigns.  No  one  will  seriously  contend  that 
the  whole  power  and  influence  of  our  Government 
should  upon  every  occasion  be  brought  to  the  sup- 
port of  any  foreign  investment  made  by  its  citizois, 
but  during  the  war  our  Goveinmmt  has  in  sudi  a 
way  shown  its  ability  to  suitress  or  to  guide  the 
investments  of  its  dtisens  in  foreign  securities  as 
to  suggest  a  proffmrnme  tor  the  future  undor 
which  both  the  nation  and  the  individual  would  be 
protected.  By  gtvii^  its  apptovtl  to  financing  of 
foreign  war  loans  the  Government  has  virtually 
'  guaranteed  the  protection  of  those  who  participated 
in  them,  and  surely  some  similar  arrangement  could 
be  worked  out  for  peace  times  that  would  ^ve  assmv 
anees  to  legitimate  enterfnises. 

There  can  no  doubt  that  the  investing  habit 
has  been  firmly  established  in  this  country.  With 
only  300,000  bondhdd^  of  all  classes  at  the  begin- 
ning of  the  war  and  more  than  20,000,000  now,  there 
has  been  achieved  a  record  full  of  inspiration  for  the 
future.  Already  the  idea  that  the  foreign  obligations, 
held  by  the  Government  against  advances,  might 
well  be  consolidated  and  converted  into  some  form 
of  long-term  bonds  to  be  sold  in  the  open  market, 
has  been  favorably  received.  Our  banks  are  having 
no  difficulty  in  obtaining  a  wide  distribution  for  the 
notes  and  bonds  issued  by  domestic  corporations, 
and  it  looks  as  though  those  of  duly  approved  foreign 
governments,  municipalities,  and  private  odRHfa 
will  be  taken  similarly.  Here  is  a  teoAeaacy  that 
diould  be  f oalered  both  tot  our  own  benefit  and 


that  of  other  countries.  The  failure  on  the  part  o 
our  Government  to  encourage  it  may  be  a  grave 
mistake.  Now  is  the  time  to  act,  unless  we  prefer 
to  overlook  our  preset  opportumties  and  let  them 
drift  to  those  who  wiady  Imew  how  to  take  advan- 
tage of  ibtem  hdoie  the  war. 

Wcmuo  VaoBPBam  NacasaaABY 

Finally,  if  we  have  learned  any  lesson  from  thbs 
war,  surely  we  have  he&i  awakened  to  the  rea£isation 
that  no  nation  can  live  unto  itadf  any  mote  than 
a  man  can  live  unto  himadf .  'Whatever  affects  the 
proqierily  or  hapfuness  of  one  nation  affects  in  some 
d^ree  the  prospmty  and  hi^iuneas  of  other  nations. 
And,  thesirfore,  it  is  to  the  boiefit  of  all  to  hd^  make 
each  nation  as  prosperous  as  possible. 

Prosperity  and  happiness,  however,  are  not  poa- 
sible  without  stable  government.  There  are  many 
historical  examples  of  that  fact,  but  none  is  so  im- 
pressi\'e  as  the  existing  conditions  in  Russia  and 
Germany,  or,  nearer  home,  in  Mexico.  Compare 
Canada  on  our  north  with  Mexico  on  our  south,  and 
the  contrast  between  the  results  of  stable  government 
and  continual  internal  turmoil  is  convincing  enough. 
Then  consider  our  relations  with  Canada  and  those 
with  Mexico. 

Does  any  thinking  American  believe  lliat  the 
United  States  Government  slioiild  withhold  its  moral 
influence  in  the  interests  of  stable  government  any- 
where in  the  world  on  the  theory  that  we  are  not  our 
brother's  keeper?  May  we  not  rdy  on  our  Govern- 
m<»it  for  the  judidous  ezerciBe  of  mA  influence? 
We  altered  the  Wodd  War  for  the  avowed  purpose 
of  making  the  world  safe  for  democracy,  but  the 
worid  cannot  be  conodned  safe  for  democracy  when 
anardiy  or  chaos  {wevails  anyvrtwre  in  the  world. 
It  wiH  not  be  necessary  to  oonlinue  onr  military 
operations  abroad,  but  our  Government  can  continue 
its  moral  and  economic  fight  for  woild-wide  peace, 
even  after  the  adoption  of  the  final  peace  terms.  It 
is  in  this  unselfish  spirit,  and  not  in  behalf  of  "dollar 
diplomacy,"  that  we  should  expect  the  United  States 
Government  to  co-operate  with  and  protect  the  in- 
terests of  American  foreign  investors.  There  are 
few  better  means  for  rendering  economic  assistance 
to  naankind;  for  American  capital  invested  abroad  is 
perforniiiig  the  invaluable  service  of  helping  other 
peoples  to  help  themselves — and  that  is  as  truly 
humanitarian  work,  in  a  broad,  practical  sense,  as 
it  is  good  business.  It  is  e\'en  a  patriotic  duty,  if  we 
wish  our  flag  admired  and  respected  on  the  commer- 
cial fidds  as  it  has  been  lumored  and  victorious  xm 
the  battlefields  of  Europe. 
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